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High Economic Activity Likely

Total demands for all goods and services produced
have been and are at a high level. The gross national
product - the total value of goods and services produced
- was at a record annual rate in the third quarter of
of 1955, or 392 billion dollars or 9 per cent above a year
ago. Prospects point to some further increases for 1956
but at a slower rate.
Consumer spending was the strongest element in our
economy in 1955 and accounted for over half of the total gain in economic activity. Higher employment, a
longer work week, and rising wage rates have resulted
in larger incomes and larger expenditures. In addition,
consumer spending has been supplemented by liberal use
of consumer credit and less saving. Prospects for further increases in consumer incomes are bright in the year
ahead but the rate of increase may be slowed down a bit.
Furthermore, credit restrictions will become tighter.
Investment demand by businessmen for new plants,
equipment, and inventories was very great during 1955.
Residential construction in 1956 may not increase as rapidly as in 1955 but business investments in new plants
and equipment should hold up well. The spending by
businessmen for inventory accumulation was very great
in 1955 and may increase in the year ahead but at a slower rate.
Goverment expenditures for goods and services in
1956 may not change much. Federal spending may be
down slightly while state and local spending may increase.
Agricultural Supplies Large

Large supplies of agricultural products will continue
to depress farm prices in 1956. Total farm output in
1955 is expected to be 4 per cent larger than in 1954. Increases occurred both in crops and livestock. Total crop
output, assuming average weather, could well equal or
exceed that of 1955 in 1956. The large number of livestock on farms and big supplies and lower prices of feed
grains indicate continued heavy output of livestock
products.
The large supplies of various farm products have been
built up over a period of years. At present we have over
2

-a billion bushels of both wheat and corn to carryover.
Total carryover of feed grains amounts to about 40 million tons, a record. Stocks of many other farm products
are also high. A large part of the current carryover
stocks are owned by the government or are held under
loan or purchase agreement. This has helped to minimize the pressure of farm supplies on prices. Neverthe. less large current production and large carryover will
continue to put downward pressure on prices in the years
ahead.
Demand for Farm Products

Growth in consumer incomes has been accompanied
by fairly steady spending for food. The proportion of the
consumer's income spent for food has averaged about
one-fourth and will probably continue at this level.
Population growth and changes in eating habits are
slow-moving factors that influence the amount of food
demanded. The quantity of food consumed per person
changes only slowly. In general, consumers prefer more
livestock products, fruits and vegetables, and less cereals, potatoes and fats now as compared to a few years
ago. Also, consumers are demanding more services in
connection with the food they buy.
· · Exports of farm products improved a bit in 1955 and
may be as strong or stronger in the years ahead. Total
exports of agricultural products in 1954-55 amounted to
3.1 billion dollars. A large share of the total exports
were moved under various gov-ernment export and
other subsidy programs.
Farm and Other Prices

Consumer and wholesale prices since 1953 have remained fairly stable while agricultural prices have been
continually declining. In recent months, both consumer
prices and wholesale prices have turned upward and
may continue this trend into 1956. The stability in these
two indexes was due mainly to declines in food and agricultural prices while prices of other items have either
held generally steady or increased.
Large supplies, including record production and a
record carryover of many farm products, have pushed
prices received by farmers down about 5 per cent below
1954 during 1955.
For the year ahead, farm-product prices may average
slightly below 1955. Livestock prices may average near
current levels if the expansion in hog and cattle numbers is halted. Crop prices are likely to be lower in 1955
unless acreages are greatly reduced 'or weather is below
average.
3

Prices paid by farmers have held fairly steady during
the past year. Price declines have been noted for feed
grains and livestock purchased. On the other hand,
prices paid for industrial items have been increasing.
These increases are likely to be extended into the year
ahead.
Farm Costs and Income

Farmer's cash receipts for 1955 may be about four
per cent below 1954. Production expenses are expected
to be about the same in 1955 as last year. Realized net
farm income may then be about 10 per cent lower in
1955 than in 1954.
Some further decline in cash receipts is in prospect
for 1956. Earmer's production expenses may be a little
lower in the year ahead. Realized net income may decline a little further. The average net income per farm
will not decline as much as total farm income because
of the gradual decline in number of farms, continued
increase in production efficiency, and because farmers
are receiving more income from other sources.
Farm Costs and Real Estate

Farmers total expenditures for production items in
1956 are expected to hold close to 1955 levels. With farm
income prospects being squeezed, farmers will tend to
be more cautious in their purchases and will tend to
delay capital and other expenditures as much as possible.
Cost rates, as expressed in terms of prices paid by
farmers, are expected to remain fairly stable in 1956 at
about 1955 levels. Farm-produced items in this index,
such as feed and seed, will be lower.
The bulk of the industry-produced items will trend
higher. Prices of fertilizer, farm supplies, and livestock
for feeding and replacement are expected to remain
fairly stable.
On the other hand, farm wage rates, interest rates,
and prices of building and fencing materials, farm machinery, motor vehicles, and motor supplies are expected to average slightly higher. Fann property taxes
will also be higher.
Farm real estate values for the United States increased 5 per cent from July 1954 to July 1955 and for
South Dakota, 2 per cent. Real estate values reached
their peak in 1952, declined in 1953 and 1954, and now
appear to be rising slowly. This rise is unusual-coming
at a time when both farm incomes and prices are declining. The unusual real estate situation stems from
many reasons. Among them are: ( 1) the desire of farmers to enlarge their farms, (2) more liberal loan poli4

cies of some mortgage lenders, (3) generally favorable
crop yields, ( 4) the favorable outlook for the general
economy and (5) the general expectation that demand
for farm land will be favorable in the long run because
of population growth.

/

U.S. Feed Grains Supply Large

The outstanding feature in the outlook for feed for
the coming year is the very large supply of feed grains
and concentrates.
Total supplies for the 1955-56 feeding season reached
a new high of 197 million tons. Total production of
feed grains was 131 million tons in 1955 or 8 per cent
above 1954. Total quantity of high protein feeds for the
1955-56 feeding year is estimated to be 5 per cent larger
than a year earlier.
Total acreage in feed grains in 1955 has increased
9 per cent. over the 1949-53 average and was a little
over 2 per cent larger than in 1954. This increase has
come about as farmers have shifted from wheat and
cotton, under the present control program, to feed
grains and grass.
Under average weather conditipns and assuming
continued shifts to feed grain and improvement in
technology the outlook is for as large or larger supplies
of feed grains in the year ahead.
Increase in feed supplies for the new season was
about equally divided between larger production and
larger carryover. Carryover stocks have .been increasing
for the past three years. Stocks of feed grain increased
22 per cent from 1954 to 1955. At the beginning of the
1955-56 feeding season they totaled about 39 million
tons. About three-fourths of the record carryover is
under loan or owned by the CCC.
• -Total hay supply is up a little over a year ago and
will be about 125 million tons. Production increased a
little while the amount carried over was down slightly.
Total number of roughage-consuming animal units
may be down some in the new feeding season.
Total demands for feed grains remain strong. The
nurn,ber of grain-consuming animal units are expected
to increase slightly in the year ahead. Larger exports of
5

feed grains are likely in 1956. On the other hand, fooJ
and industrial uses should remain steady. Under these
prospects of supply and use, some additional increase in
carryover is likely in the 1956-57 feeding season.
Feed grain prices in the new feeding year of 1955-56
are expected to average lower than those of a year earlier. Some seasonal increase in prices may occur later in
the feeding season. Prices of high protein feeds are
expected to average lower this fall and winter than last
year. Hay prices may be a little lower than a year ago
for the nation but higher in South Dakota.
Wheat and Rye

The wheat story, in brief, is record supplies, stable
domestic consumption, steady to declining exports and
continued pressure on prices.
Total wheat supplies for the 1955-56 marketing year
are estimated at 1,940 million bushels, a record. Acreages this past year were reduced to 57.5 million acres or
7 per cent below 1954. The national allotment was 55
million acres. Production was reduced by acreage allotments and drouth in some areas even though better
rotations and the better lands were used for wheat along
with more commercial fertilizers. The carryover of
stocks reached a record of 1,021 million bushels on July
1, 1955. The carryover has been building up rapidly
since 1952.
Domestic uses of wheat, of which food is the most
important, will remain the same as the past five years.
Exports of wheat, even with the aid of various government aids, will do well to hold near 275 million bushels.
With this rate of use, carryover will increase slightly
at the beginning of the 1956-57 year.
Prospects for the new year 1956-57 ( assuming average
weather and current rates of consumption and exports)
point to the possibility of a slight reduction in carryover
at the end of the marketing year. The planted acreage
may be near the allotment of 55 million acres.
The large supplies of wheat on hand will continue to
exert downward pressure on wheat prices. The national
average support price for 1956 will be not less than $1.81
per bushel. Undesirable varieties of wheat will be discounted 20 per cent. The price of high protein spring
and winter wheat as well as high quality durum wheat
may average close to or about the loan rate. Lower
grades will likely be much under the loan rate.
In the case of rye, the outlook points to increasing
acreage, larger production, stable domestic use, declining exports and lower prices.
6

Flax and Soybeans
The production of flaxseed was 43 million bushels in
1955 and will be about 11 million bushels above domestic use of 32 million bushels. Stocks of flaxseed and oil
are large but have been reduced because of large export
sales of CCC owned flaxseed and linseed oil at less than
U.S. market prices. Flaxseed prices declined considerably during 1955 and are now near the support level of
$2.91. Prospects are good for increased exports at about
current price levels. Prnduction of flaxseed in 1956 may
hold near current levels and will be much above domestic needs.
The production of soybeans reached a new record in
1955 of about 372 million bushels. The acreage pl~nted
was also up as some farmers shifted from corn. Stocks
at the beginning of the marketing year 1955-56 were up
greatly. Export demand has been strong in response to
lower bean prices. Prices received by farmers this fall
were near the support level .of $2.04 per bushel. The
seasonal rise will be small because of large supplies.
Prospects for the new year point .to some increase in
acreage and larger production in 195~assuming average weather. Exports are not likely to incr~ase greatly
but domestic use may be steady to rising. Carryover
may increase and prices may average about thesame or
a little lower.

Livestock Prospects
The livestock-producing industry has completed four
consecutive increases in meat output since 1951. Total
meat production reached a record level of 27 billion
pounds in 1955 and may not change much in 1956. As
a result, consumers were supplied with 161 pounds of
meat per person-the most since 1908. The over-all
demand for all meat in 1955 has been about as strong
as in 1954. However, in recent years, ithas not increased
along with rising consumer incomes partly because
of large supplies.. Large supplies of meat and low prices
may arrest the expansion in production. However, live-·
stock production may remain relatively large in the
yearsahead . . . . .
The factors that will continue to ;support the raising,
7

feeding and slaughter of livestock include: ( 1) high
incomes of consumers and strong demand for meat,
(2) acreage controls on certain crops which divert cropland into feed use, ( 3) lower support prices for feed
grains, ( 4) improved feeding technology and (5) a
search by farmers for sources of added income.
Beef Cattle

Beef cattle numbers have increased every year since
1948. By January 1955 they reached a record level of
95 .4 million head. The number of cattle slaughtered
has also reached record levels. Cow and heifer slaughter
in 1955 was nearly 50 per cent of the total slaughtered.
This suggests that all cattle numbers and total slaughter
may decrease slightly in 1956, but may tend to be fairly
high.
In the past cattle cycles, the downswing has usually
been brought about by two factors alone or in combination. Lower prices for cattle discourage future production and frequently softens the financial and credit
position of producers. The shortage of feed, especially
grazing, also tends to bring production down. In this
cycle prices of cattle have declined greatly from their
seasonal highs largely because of big supplies. On the
other hand, the income and financial resources of most
producers are less critical than in some of the previous
cycles. Consumers' incomes have been higher which is
a supporting factor. The feed supply over the nation is
adequate although areas of shortages or just adequate
feed supplies exist. A decrease in demand or a drouth
would cause much greater reduction in numbers than
indicated.
Under these conditions and with strong consumer demand, no or very little improveme nt in prices are likely
in 1956. Prices of fed cattle will be slow to advance in
1956 because of the large numbers on feed. Prices of fed
cattle this winter and spring will likely average below
a year ago. Some improveme nt in prices may prevail
late in the year if cattle numbers are reduced.
Cattle feeding profits may be less than average.
Lower feed prices will contribute to lower costs but
larger numbers will tend to push prices down. Cattle
feeding profits could be higher on long feeding for late
sale than on short feeding for winter sale.
Hog Prospects

Hog production has increased for the past two years.
The combined spring and fall crop for 1955 totaled
8

100.9 million head. The larger fall pig crop for 1955
will mean a larger slaughter of hogs the first half of
1956 than in the same period last year. Farrowings
were later in the fall so marketings may be larger in
the spring.
Prospects for the spring pig crop are still uncertain.
Current indications point to a slight to moderate decline. If the decrease is slight, hog slaughter in the
last five months of 1956 may be near that of a year
earlier. Several factors are operating that will affect
the size of the spring pig crop. The drastic decline of
hog prices will tend to discourage farrowings. However, lower' feed prices and relatively small compliance
with corn-acreage allotments tend to encourage production. At present the hog-corn ratio is slightly to moderately below average and this should discourage farrowings. The corn crop is smaller in the western corn
belt but larger in other areas. Other feed supplies are
large. Farmers in areas shifting from wheat to feed
may tend to produce hogs as a means of increasing
income.
Hog prices in 1956 may average below that of 1955about $15.50 per hundred weight- if the current level
of farrowings is maintained. In the early months of the
year prices may ·be lower than a year earlier at the same
time. Second half prices may average somewhat higher
if the spring pig crop is cut back significantly.
Sheep, Lambs and Wool

Sheep and lamb numbers, in contrast to cattle and
hogs, have trended downward for a number of years.
A further decrease is likely. However, because of larger
lamb crops, annual production or slaughter has been
fairly well maintained. In South Dakota, sheep and
lamb numbers have been increasing and may continue
to increase.
Lamb prices in 1955 declined some below 1954 levels
but held much better than did cattle or hog prices.
Prices of lamb in 1956 should hold close to 1955 levels
or a little better. Prices of wool for the 1955-56 season
will average about 44 to 46 cents per pound. The incentive level for shorn wool for the 1956 marketin g year
beginning April 1, 1956, has been established at 62 cents
per pound national average grease basis. The difference
between the market price and incentive level will be
made up by production payments. The market price
of wool will again be below the incentive level for the
1956 marketin g year.
9

Dairy Prospects

Milk production in 1955, estimated at 124.5 billion
pounds, was a record. Prospects for 1956 indicate that
milk production may reach a new high of between 126
and 127 billion pounds.
The increase in milk production may result through
an increase in milk cows during 1956, improvement in
the quality of cows and by better feeding. Larger feed
supplies and lower feed prices will tend to favor increased rates of feeding.
Consumption of dairy products in 1956 may not
change much from that of 1955. In 1955, commercial
use of milk accounted for 112 billion pounds. Other
uses accounted for 7.9 billion pounds. Total uses
amounted to 119.9 billion pounds. The difference between production and use, 4.6 billion pounds, was sold
to the government in the form of various dairy products. Purchases by the government in 1955 was about
half as large as in the past two years.
The per capita consumption of fluid milk and other
dairy products may not change much in 1956. The
total amount of milk that may be used in 1956 is estimated at about 122 billion pounds. If production of
milk increases above the current level, government
purchases will increase considerably.
Prices of dairy products, suc.:h as fluid milk, manufacturing milk and butterfat, remained fairly stable in
1955. No important change is expected in 1956. Because
of lower feed costs and improved efficiency in dairy
production, returns to dairymen should be as good or
better in 1956 than a year earlier.
Poultry Prospects

The year 1956 promises to be another large output
year for the poultry industry. Egg production is likely
to equal or exceed 1955 record highs. The laying flock
on hand January 1, 1956, may be a little smaller than a
year earlier but the rate of lay may be higher and production maintained during the first seven months of
1956. Because of lower feed prices and favorable egg
prices in 1955 the number of chickens raised may be in10

creased during the year. This would result in a large
laying flock in the last five months of the year and, of
course, larger egg production.
Little change is expected in the demand for eggs in
1956. The spring storage demand may not be as strong
as last year. Also, there will be large supplies of red
meats at much lower prices.
Under these conditions, egg prices in 1956 are likely
to average lower than in 1955. Spring egg prices may
average near those for the spring of 1955. Lower prices
are likely in fall of the year compared with a year agoif farmers greatly increase chickens raised and laying
flocks.
Increases in production and lower prices are also in
prospect for both broiler and turkey producers if present
plans for increasing production ar~ carried out.

Farm Family
Living Outlook
EsTHER FARNHAM

Farm family living in 1955 appeared to have held
up well in spite of some decline in farm income. This
has resulted largely because of more borrowing, more
work off the farm and a decrease in savings. In 1956,
consumer prices may rise slightly-especially the nonfood items. Total living costs are not expected to change
much.
Household Durables, Housing

Farm families have continued to add to their stock
of household goods and conveniences. Electricity has
became available to approximately 93 per cent of the
farm homes. With this goes purchase of appliances and
installation of running water. Spending for durable
goods is holding up well.
Production of major household goods will be maintained. Prices will remain stable with a slight decline in
some cases, due to a combination of the increase in
charges for servicing and the narrowing of price margins.
Construction costs have advanced about 5 per cent
and expenditures for additions and alterations may be
larger in 1956.
11

Food

Food expenditures per capita have risen-probably
due to the trend of using foods requiring less preparation in the home. There is some decline in the use of
of home produced food, but in spite of this, farm goods
production still makes a large contribution to the
living of farm families. It was estimated that home produced foods, when valued at retail, provided 43 per
cent of the total values of household food. Food prices
in 1956 may not be much different from those in 1955.
Clothing

The clothing outlook is favorable, due to ( 1) higher
incomes, (2) a population increase and (3) teenagers
desire for clothes. Clothes-buying per person is at a
high level and will probably rise in spite of the competition from new cars, homes, television sets and other
durable goods.
People's clothing habits are changing. They are using
more informal, easily-cared for garments in keeping
with the trend of modern living.
The price of raw materials is not always reflected in
the finished product. Raw material, wool and cotton,
has declined in price since 1951. Higher processing costs
have been particularly offset by keener competition.
This has maintained a relatively stable price on garments made from those materials.
The differentials in price changes for raw materials
and completed garments of man-made fiber origin are
not as marked as those of natural fiber. These prices are
only 3 per cent lower than in 1951 in contrast to the
65 per cent decline in raw wool prices and ·the 25 per
cent decline in cotton. Market stability of man-made
fibers is due to relatively few large producers making
production adjustments to demand possible.
For these reasons prices for clothing in 1956 may remain stable.
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